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Overview of Assessment Function

The overall function of the West Fargo Assessment Department is to maintain a record of
property ownership boundaries and estimate the value, or appraise all property in West Fargo.
This encompasses many varied tasks and responsibilities but all serve toward that overall
objective.

Property Ownership Maintenance

This is accomplished by analysis of the various instruments by which property rights may be
acquired, transferred, or disposed of. This department collects all such instruments that have
been legally recorded and reflects the status of property ownership in the city as of the
assessment date: February |* of each year.

Property Appraisal

This department conducts extensive analysis of the factors affecting the value of all classes of
property. Once the forces that affect property value are quantified, new and existing
properties are appraised on an individual basis. This is done by appraising all new properties as
they are constructed and periodically reappraising existing properties by type or location.

Market forces that affect the value of real estate over broad subclasses of property are dealt
with by the Assessment Department through a process called value trending. This involves
applying value changes uniformly across various classes of property based upon careful
statistical analysis.

Property Taxes

The North Dakota property tax is an ad valorem tax. This means, simply, a tax according to
value. Property taxes are based on the value of property. The Assessment Department’s roll is
to make sure that every property is equitably assessed so the property owners pay only their
fair share of that tax burden.

Property taxes are an important source of revenue for local governments. It pays for those
services that are provided close to home such as schools and roads. Everybody who farms,
owns a home or has a business pays property tax.

The total amount of the property tax to be collected annually is a product of the various taxing
authorities (city, county, school, park) setting their budgets. The budgets indicate how much
revenue must come from property taxes which are then levied against the total taxable
valuation of property in West Fargo.

Once the budgets are set, the total amount to be collected is divided by the total taxable
valuation of all properties in the city. That results in the mill lesy. To determine an individual
property tax liability, the total appraised or market value determined by the assessment office is
taken times assessment factors and that result is then taken times the mill levy.



For example: The market value of a home is appraised at $100,000.

$100,000 X 50% Assessment Factor = $50,000 or assessed value
$ 50,000 X 9% Residential Factor* = $ 4,500 or taxable value
$ 4,500 X .39052 Mill Levy (2012) = $ 1,757 or consolidated tax

*Commercial and Agricultural Factors are 10%

In order to assure that there is fairness in the property tax of West Fargo, we must be
concerned with equitable treatment in how we place our values on properties. The major
concern in the data collection effort is that all information is collected for each property, notes
are thorough and accurate for future use and all contact with the public is professional and
courteous.

How North Dakota Compares
Nationally in Property Taxes & Valuations

North Dakota’s property taxes are relatively moderate compared to those in other states,
whether measured per capita or per $1,000 of personal income. In recent years, property
valuations throughout the United States have become very unpredictable. Larger metropolitan
areas experienced soaring property values followed by a huge downward plunge in property
values. Some markets have started to recover while others are remaining stagnant. These
assessment offices are finding it difficult to find true arms length sale properties which to base
market comparisons. These jurisdictions have more foreclosure or short sales than actual arms
length sales.

Much of our area has remained untouched by these national trends. West Fargo is no longer
experiencing double figure increases in valuations, yet we are holding our own. In 2011 the
average sales price of an existing home in West Fargo was $191,000 range and increased in
2012 by 4% to 198,800. Nationally taxing entities are still struggling to maintain services in a
downward market, but at this time our area is spared from most of this. The western part of
ND is booming due to the increased oil field activity; while the eastern part of ND is holding its
own as well. Valuations in the cities affected by the oil are seeing double digit increases ranging
from 16.8% in Dickinson to 49.4% in Williston.



North Dakota —v- Neighboring States

Information obtained from 2012 ND Red Book

One of the most numerous comments that the Assessment Department hears is that ND property
taxes are high compared to our neighbors. Property taxes may vary by state but it is important to
realize further analysis is needed to see the details of how state tax systems differ. Property taxes
may vary by property classification and different types of property may be taxed or excluded. Some
states, such as Wyoming, use the property tax to tax mineral wealth while states like North Dakota
levy separate severance taxes. In Alaska, because of its oil reserves fund, residents receive annual

payments of about $1,000 per person.

Some states like MN are in budget crunches and have modified their homestead rules for owner-
occupied residences. The overall affect has not been published yet in the ND Red Book so the
information provided below does not totally reflect the increase in property taxes in those states.

Property Taxes on a $100,000 Owner Occupied Home
in North Dakota -v- Neighboring States

Payable in 2012

South Dakota Montana Minnesota North Dakota
Tax Tax Tax
City Tax Amount City Amount City Amount City Amount
Aberdeen S 1,937 [Miles City $ 1,230 |Bemidji $ 1,018 |West Fargo S 1,690
Rapid City S 1,627 |Great Falls S 1,021 |St Cloud S 1,085 |Fargo S 1,653
Sioux Falls S 1,430 |Billings S 940 |Minneapolis $ 1,320 |Bismarck S 1,351

Notes:

South Dakota: Owner-occupied residences receive a tax reduction of between 23% to 30%

Montana: 44% Homestead credit for all residential property and phase in of new values over a 6 year period.

Minnesota: Homestead Exemption: The maximum exclusion of 40% of value occurs at $76,000 and phases out as home value grows.

North Dakota: Only offers a homestead credit for low-income senior citizens or disabled persons.




Understanding Your Assessment

Prepared By: IAAO

Most property owners are concerned about the rising property taxes. To express their concern
effectively, a property owner must understand the two parts of the property tax system:
TAXATION and VALUATION.

What causes property values to change?
The most obvious reason is that the property itself has changed. A bedroom was added, the

basement was finished, or the property was rehabbed. A less obvious but more frequent cause
of change is that there was a change in the market itself. For example, if a major employer
leaves the area, property values can collapse or a once decaying neighborhood with good
starter homes is discovered by young first time home buyers and prices start to gradually rise or
a shortage of good homes in a very desirable neighborhood has sent sales prices skyrocketing
there. Larger, more expensive homes may take longer to sell and values start dropping to allow
for a quicker sale, while more affordable housing is in high demand increasing its value. In a
stable neighborhood without any undue influence from the market, inflation alone may
increase property values.

Property Owners Misconceptions
If the assessed value of a property increases, the taxes will increase is one of the biggest

misconceptions in property taxation. If the assessed value of a property decreases, the taxes
will be reduced. This is also a misconception.

Assessors determine the total true and full value of a property using acceptable standards and
practices as set forth by the state. ' This is the foundation of the property tax system.
Assessment officials strive very hard to set fair and equitable values for property owners. If
true and full values are fair and equitable then everyone should be paying their fair and
equitable share of the property tax. Taxing entities such as county, city, park and school boards
decide how much money their budgets need to operate for the up coming year. That is how
the actual tax dollar is decided.

For example: the combined budget for all taxing entities is $1,000,000 and the assessor has
determined that the total valuation of all taxable property is $100,000,000. A tax rate is
calculated by dividing the amount of needed tax collections by the total valuations.

1,000,000 / 100,000,000 = 1 percent tax rate. Ona $100,000 valuation the taxes would equate
to be $1,000.

If the assessor doubles all property valuations and the budget amount remains the same, the
tax rate is reduced, but the tax amount stays the same. 1,000,000 / 200,000.000 = 0.5 percent
tax rate. On a now $200,000 valuation, the taxes would still equal out to $1,000. A property
valuation doubled but the taxes remained the same. If the property value increases but the
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taxing authority maintains the current tax rate, the taxes will rise. The jurisdictions can receive
more money without changing the tax rate because the value increased.  $200,000 X .01 =
$2,000.

Likewise if the assessor was to lower all valuations by 25% and the budget amount remained
the same, the tax rate would increase and the tax amount would remain the same even though
the valuation decreased. $1,000,000 budget / 75,000,000 = .0134 tax rate. A previous value of
$100,000 lowered to $75,000 would still pay $1,000 in taxes. $75,000 X .0134 = $1,000.

What if the valuation is incorrect?

If a property owner believes the true and full value of their property is incorrect, they should
contact the assessor’s office for a review. The property owner should ask:

e How the assessor values property.

e How to gather information about their property and comparable properties.

e How the appeal process works and what the deadlines are.

It is the property owner’s responsibility to furnish good information about their property to the
assessor. An appraisal of your property is only as good as the known information. A property
owner would not want to seek a mortgage on the property without a private appraiser knowing
all there is regarding the property. Likewise, a property owner can’t expect an assessor to fairly
assess their property without knowing all there is regarding the property.

Can a property owner appeal?
An assessment appeal is not for complaints about high property taxes. If as a property owner,

you feel that your property taxes are too high, you will NOT win an appeal. High property taxes
are an issue for the entities who determine budgets.

A valuation can be appealed if:

e Items that are affecting the valuation are incorrect on the property records. For example
there is only one bath, not two; a double stall garage not a triple; or the square footage of
property is wrong.

e Evidence that comparable properties are selling for less than the true and full valuation of
your property.

e The property valuation is accurate but unfair because it is higher than the estimated value
of similar properties.

e Property is eligible for an exemption that was not granted by the assessment officials.

If a property owner determines that there is a possible error in their valuation, the first step

would be contacting the assessors for an informal meeting to discuss the valuation.

e Review the facts of the property record with the assessment personnel.

e Determine if the information is correct or are you being assessed on something not
pertaining to your property.

e Develop an understanding of how your property valuation was estimated.



e Check that the value is fair when compared to other similar properties in your
neighborhood.
e Ask if there are any exemptions that you may qualify for that can help ease your tax burden.

Information regarding a formal appeal of your valuation can be obtained from your assessor.
Remember, you will not win an appeal because you feel that taxes are too high. The appeal is
only for determining if your valuation is true and fair.

For a formal appeal a property owner must have documentation showing that the valuation is

incorrect. A board of appeals will not be able to make a decision that your valuation is incorrect

unless it is proven; they will not take your word on it. The assessment staff will be there with

documentation to inform the board of how the valuation was determined. The property owner

must be able to prove to the board that there is a problem with the valuation.

e A property owner needs to provide evidence that comparable properties in the
neighborhood are assessed less than your property.

e A recent appraisal of your property which indicates true and full market value ~ not just
what a bank is willing to lend on.

e Copies of your property records and neighboring property records to show that the
properties were not assessed in the same manner.

e Recent sale information regarding similar properties with documentation to prove the
properties are comparable.

An appeal board is only interested in the fairness and accuracy of the value placed on the
property. They are not able to lower valuations because the property owner can’t afford to pay
the taxes or feels that the property tax is too high. The assessment staff is an ally, they are not
an adversary. Staff is trained to be respectful, calm, polite and helpful. If a property owner
returns the same respect, the staff is better able to concentrate and be more helpful in
gathering the information needed for an appeal.

Boards of Equalization

Appeal through the Board of Equalization Process

North Dakota law directs all real property in the state to be assessed as to its value on February
1st of each year. Assessment officials around the state spend most of January, February and
March preparing these values by studying costs to build new, the area’s marketing of existing
homes and how did these factors affect the current valuations.

The Assessor must notify the property owner whenever the true and full valuation is increased
by more than 10 percent over the last assessment. The notice must be delivered in writing to



the property owner at the property owner’s last known address at least 15 days prior to the
local board of equalization. The notice must provide the true and full values used by the
assessor along with the dates, times and locations of both the city and the county board of
equalizations.

City Boards of Equalization are required to be held on the 2nd Tuesday in April. A Township
Board of Equalization meets on the 2nd Monday in April. County Boards of Equalization are
required to be held during the first ten days of June. The State Board of Equalization meets the
2nd Tuesday in August.

A property owner who has questions about their valuation should contact the Assessment
Department. They may appear before the local board of equalization and the county board of
equalization. Either of these boards may reduce the assessment of the property. A property
owner can only appeal to the State Board of Equalization if they have appealed to both the local
and county boards of equalizations. The decision of the State Board of Equalization is final in
this appeal process. However, there is another appeal process open to the property owner.

Appeal through the Abatement and Refund of Taxes Process

Any person who has a right, title, interest or estate in a property may file for an “Application for
Abatement or Refund of Taxes”. An abatement must be filed by November 1st of the year
following the year in which the taxes becomes payable. For example, the application for an
abatement of the 2013 values being assessed now and will become payable in 2014 must be
filed no later than November 1, 2015.

The application is filed with the County. By filing the abatement the applicant agrees to allow
assessment officials the ability to inspect the property. Within 5 days of the application being
filed, the County Auditor sends a notice to the City requiring that a hearing be scheduled. The
City has ten days to determine the date, time and place for the hearing. The hearing must be
held within 60 days of the hearing notice. The local board makes a recommendation to grant or
reject the abatement in whole or in part and forwards this recommendation to the County
within 30 days after the local hearing. The county has ten days to notify the property owner
that the abatement will be heard at the next County Board meeting. The County Board makes
the final determination of value. If the property owner wishes to appeal the decision of the
county, the only other option is to take the matter to the District Court.



2013 Taxable Valuation

The taxable valuation is considered the tax base of the City of West Fargo. This accounts for the
removal of exempt amounts and represents the net assessed value of all property in the city subject
to property taxation.

This amount is determined by applying an assessment ratio of 50% to the appraised value of all
taxable property, then a factor of 9% is applied to residential and 10% to all other property classes.

The taxable valuation multiplied by the mill levy will determine the total revenue to be received
from property taxes.

The following projection of the 2013 taxable valuation will vary somewhat from the final amount.
Changes will occur between now and when the mill levy is determined in September. Examples of
these changes may include errors in assessments or exemptions not previously filed. The
adjustment column is for those changes that may occur. The report also contains an estimate of
value for utilities such as railroads and pipelines. The corporation level of assessing value is done at
the state level and valuations are submitted to the county every fall.

Agricultural S 64,895
Residential ) 64,361,259
Commercial S 26,571,530
-TIF $ (2,673,920)
- Credits (Estimated) S (475,000)
- Adjustments (Estimated) S (275,000)
+Corporations (Estimated) S 950,000
Projected Taxable Value S 88,523,764

Below is a ten-year valuation history for the City of West Fargo:

Taxable
Year Valuation % Change
2004 37,765,257 17.30%
2005 44,776,920 18.57%
2006 55,387,303 23.70%
2007 62,936,462 13.63%
2008 67,877,998 7.85%
2009 70,814,846 4.33%
2010 73,950,942 4.43%
2011 77,371,033  4.62%
2012 80,520,107  4.07%
2013 88,523,764 9.94%



Residential -v- Commercial

To better understand the true ratio between residential and commercial this chart
indicates the 2013 true and full values before exemptions are applied.

B Commercial M Residential
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Mill Levies

The County Auditor calculates the total mill levy each year. This is usually done in late fall after
all taxing jurisdictions have reported. That levy appears on the tax bill that property owners
receive in December of the same year. The most recent bill is 2012 and the mill levies in West
Fargo were 390.52. The illustration below indicates how the 2012 levy is broken down:

2012 Mill Levy Breakdown

State 1.00|
Cass County* 67.28
West Fargo City 90.11
Park District 3293
School District - 192.20
Water District 6.00
Garrison Diversion 1.00

Mill Levies for 2000 — 2012

Year City Park School | County | Garrison | State | Water | Total

2000 | 67.71 26.72 249.02 69.07 1.000 1.00f 5.00 419.52
2001 72.99 27.19 249.02 66.02 1.00 1.00] 5.00] 422.22
2002 80.74 26.76 254.02 68.36 1.00f 1.00] 5.00] 436.88
2003 84.53 26.45 254.02 68.76 1.00f 1.00| 5.00[ 440.76
2004 89.61 32.08 254.02 68.67]  1.00f 1.00] 5.00| 451.38
2005 88.76 39.66 254.02 65.66 1.000 1.00| 5.00( 455.10]
2006 88.69 36.02 254.02 64.76 1.00f 1.00| 4.50| 449.99
2007 88.87 38.06 248.76 64.70 1.00/ 1.00/ 4.60| 446.99
2008 88.47 36.42 245.64 64.45 1.000 1.00| 4.40] 441.38
2009 91.37 32.45 170.64 64.45 1.00, 1.00f 5.00] 365.91
2010 91.59 32.55 170.64 67.90 1.00, 1.00f 6.00] 370.68
2011 91.03 34.56 192.20 69.58 1.00, 1.00 6.00] 395.37
2012 90.11 32.93 192.20 67.28 1.000 1.00, 6.00] 390.52

*County Mill rate includes all other mill rates such as Weed, Vector and Soil Districts.

11



Major North Dakota City Comparison

Information compiled by Fargo City Assessment Department

Population / Taxable Value Comparison

Estimated 2012 Taxable 201 | Taxable Increase

City Population Valuation Valuation . Percentage
Fargo 107,349 | $ 346,750,408 | $ 332,779,107 42%
Bismarck 62,665 | $ 223,107,026 | $§ 207,864,203 7.3%
Grand Forks 52,631 | $ 153,748,856 | $ 148,898,501 3.3%
Williston 43657 |$ 51,540,579 | $ 34,500,376 49.4%
Minot 42,485 | $ 147,700,694 | $ 122,714,569 20.4%
West Fargo 27498 | $ 80,520,107 | $ 77,371,033 4.1%
Dickinson 25,000 | $ 55051875 | % 47,142,459 16.8%
Mandan 18,507 | $ 46,623,860 | $§ 44,904,988 3.8%
Jamestown 15400 | $ 28,666,637 | $ 28,303,751 1.3%
Wahpeton 7731 | $ 14539873 % 14,287,186 1.8%
Devils Lake 7,141 | $ 11,748,666 [ $ 11,323,365 3.8%
Valley City 6,579 | $ 12,579,361 [ $ 11,903,690 5.7%

Mill Levy / Property Tax Comparison
Tax on
2012 Consolidated | 2012 City Mill |Tax on $100,000{ $100,000

City Mill Levy Levy Residential | Commercial
Jamestown 430.44 107.87] $ 1,937 | $ 2,152
Wahpeton 424.62 124.14] $ 1911 | $ 2,123
Devils Lake 421.71 112.66| % 1,898 | $ 2,109
Grand Forks 408.10 109.88| $ 1,836 | $ 2,041
Mandan 394.46 93.55( § 1,775 1 $ 1,972
West Fargo 390.52 90.11] $ 1,757 | $ [,953
Fargo 382.06 58.25| $ 1,719 | $ 1,910
Valley City 375.35 94.69| $ 1,689  $ 1,877
Minot 328.34 84.29| $ 1,478 | $ 1,642
Dickinson 324.87 7741| $ 1,462 | $ 1,624
Bismarck 308.70 75.77| $ 1,389 | $ 1,544
Williston 249.50 4885 $ 1231 $ 1,248
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North Dakota Mill Levy Comparison
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2012 - 2013 SALES RATIO

The ND property tax is an ad valorem tax. This means, simply, a tax according to value. The true

and full value for tax purposes must reflect the market value of the property. Sales ratio studies are

conducted annually to determine if city property values are at market. It is the intent of the ND

legislature that local assessors use the results of sales ratio studies as a guide in making and equalizing

assessments of property.

For 2012 the State Tax Department has granted a 10% tolerance range. This means that our final ratio

analysis should be between 90% and 100%. Our 2012 ratio study place commercial property at 94%

and residential property at 96% which placed us already in tolerance. The city uses mass reappraisal of

areas and trending of other areas to increase the percentages to within an acceptable level.

| True & Full Value

Supplementary Abstract
2 Increases
3 Decreases

4 Adjusted T&F Values
(Line 1-Line 2 or 3)

5 2012 Ratio Study Results

6 Indicated Market Value
(2012 Line 4/ Line 5)

7 2013 Tolerance Level %
(2013 Line 4/ Line 6)

8 Market Value - 2012 T&F
(Line 6 - 2012 Line 4)

9 Indicated Change Need to
Reach 100% Value for 2013
(Line 8/"2013" Line 4)

COMMERCIAL
2012 2013
456,339,900 531,430,600
60,867,500
3,131,400
453,208,500 470,563,100
94.0%
482,136,702

98%

11,573,602

2%
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RESIDENTIAL
2012 2013

1,321,463,700 1,430,250,200
92,819,800

2,998,800
1,318,464,900 1,337,430,400

96%
1,373,400,938
97%

35,970,538

3%



Sales Ratio Explained

As explained earlier, sales ratio studies are conducted annually by the ND State Tax
Commissioner’s Office to insure that the local jurisdictions are in compliance with
setting property values. Every property that sells in the City of West Fargo is filed with
the state indicating the adjusted sales price (house, lot and special assessment balance)
and the true and full value. If the prior year sales percentage is not within the tolerance
range, which for 2013 is 90-100% of the true and full value, then the City of West Fargo
would need to increase the valuations to bring the overall values into compliance.
Value adjustments for new construction or exemptions expiring are not considered valid
increases.

Definitions:
Before we review the sales ratio report further, lets define a few of the terms the review
will cover.

Median Ratio: A measure of central tendency. Median is affected by the number of
observations and is not distorted by the size of extreme ratios. This is used by the State
Board of Equalization when equalizing residential and commercial property
assessments. Individual ratios of the sales are arranged in order of magnitude, and then
the middle ratio in the series is the “Median Ratio”.

Price Related Differential: A measurement of the relationship between the ratios of
high-value and low-value properties to determine if the value of property has any
influence on the assessment ratio. If the PRD is 1.00, there is no bias in the assessment
of high-value properties in comparison to those for low-value properties. If the PRD is
greater than 1.00, then owners of lower-value properties are paying a greater amount
of tax relative to the owner of a high-value property. And conversely, if the PRD is lower
than 1.00, the opposite is true.

Coefficient of Dispersion: The most generally useful measure of variability is the
coefficient of dispersion (COD). It measures the average percentage deviation of the
ratios from the median ratio or how far from the median point the majority of the
property falls. The tighter the range the better and more equalized your property
valuations are. West Fargo will receive the finalized 2012 assessment ratio from the ND
State Tax Commissioner’s Office sometime in April. Below is a closer look at the 2011
study.

2011 Assessment Ratio Study for City of West Fargo

2011 Measurements Tolerance
Median Ratio Residential 97.4% State Mandated 90% to 100%
Median Ratio Commercial 90.3% State Mandated 90% to 100%
PRD Residential 1.01 IAAO Guidelines 0.98t01.03
PRD Commercial 1.02 IAAO Guidelines 0.98 t01.03
COD Residential 6% IAAO Guidelines Less than 15%
COD Commercial 18% IAAO Guidelines Less than 20%
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Where Was the Growth for 20137
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Where your tax dollar goes in the City of West Fargo

City Levy Mill Rate Tax Dollars Percentage
General 64.33 S 434.23 16.473%
Fire 8.48 S 57.24 2.171%
Airport 1.27 S 8.57 0.325%
Share of Specials 3.56 S 24.03 0.912%
Building 3.89 S 26.26 0.996%
Library 8.58 S 57.92 2.197%
S&I HWY #2 0.00 $ - 0.000%

Total City 90.11 S 608.24 23.1%

Park District Levy Mill Rate Tax Dollars Percentage
General 15.88 S 107.19 4.066%
Share of Specials 11.11 S 74.99 2.845%
Social Security 0.97 S 6.55 0.248%
Rec Facilities 4.97 S 33.55 1.273%
Total Park District 32.93 S 222.28 8.4%

Other Levies Mill Rate Tax Dollars Percentage
County 63.60 S 429.30 16.286%
Weed 2.00 S 13.50 0.512%
Vector 1.00 S 6.75 0.256%
Soil 0.68 S 4.59 0.174%
Garrison Diversion 1.00 S 6.75 0.256%
State Med School 1.00 S 6.75 0.256%
School District #6 192.20 $ 1,297.35 49.216%
Water Resource 6.00 S 40.50 1.536%

Total Others 267.48 S 1,805.49 68.5%
Total Mill Levy 390.52 S 2,636.01 100%

Formula for determining residential taxes
True & Full Value Tax Rate Mill Levy Tax Dollars
150,000 X 0.045 X 0.39537 2,668.75

"
W

Formula for determining commercial taxes
150,000 X 0.05 X 0.39537

]
w

2,965.28

This information is prepared using the 2012 Mill Rate.
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Exemptions and their Effects

Information from the ND State Tax Dept and applied to West Fargo

There are two types of exemptions allowed under the North Dakota Statue. They are discretionary
and non-discretionary. To better understand the dollar effect that exemptions have ona political
subdivision, it is best to understand what discretionary and non-discretionary exemptions are.

Discretionary

Discretionary exemptions are those exemptions that a governmental body can chose to grant or
not grant. West Fargo currently has the following discretionary exemptions available to our
property owners:

= Residential Exemption for New Construction which offers a $150,000 reduction of the
building’s value on newly constructed homes for the first two years after completion of
construction. The builder is also afforded the exemption for single family homes up to
$150,000 on five homes only. This exemption is filed for upon purchase of the home for the
buyers and by February 1% of each year for the builders.

* Remodeling Exemption for Improvements to Commercial and Residential Buildings offer an
exemption on only the new value added by the project. The exemption can be for 3 or 5 years
depending on the scope of the project. The property continues to pay property tax on the
existing value. The exemption must be filed for prior to February 1% of the year following the
completion of the project. It is an exemption that is granted to both residential and
commercial projects.

» New and Expanding Industry Exemption and the Payment In Lieu of Tax (PILOT) programs
offer businesses that are expanding an opportunity to forgo taxes or make a payment in lieu on
the project by meeting specific guidelines set forth by the city. This program is used by
businesses that have expanded the size of their facility or have built a larger facility to expand
into. The exemption, depending on the scope of the project, can be for 5 to 10 years. Some
exceptions can allow a property to become exempt for up to 20 years. The New & Expanding
Industry exemption must be applied for prior to start of construction and the PILOT must be
applied for prior to occupancy. The eligibility for continuance is review annually by the City
Commission.

= Renaissance Zones were created by some jurisdictions to help in the restoration of core areas
of their cities. This is the only exemption that partners with State of North Dakota allowing for
income tax exemptions as well as five years of property tax exemptions. It applies to both
residential and commercial property projects and must be applied for and granted by both the
city and the state prior to start of construction.

» TaxIncrement Financing Districts are set up to help in the development of blighted areas. The
existing tax base is frozen and the tax dollars generated by new growth in these TIF areas are
applied to special assessments.

» Disability Exemptions and Credits are available for a low income senior citizens and disabled
persons through a variety of exemptions. According to statute, these exemptions reduce the
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amount of tax paid by service connected disabled veterans, low income seniors / disabled
persons, the blind, or wheel chair property owners. The exemptions and credits range from
$75,000 to $160,000 of the structure’s value. Most applicants must apply annually for the
credits. The State of ND refunds jurisdictions for the amount of the tax payments lost to
credits.

Non-Discretionary

Non-discretionary exemptions are those properties that are given exemptions by the North Dakota
statue. Local governmental agencies have no control over whether these exemptions are granted
or not. Listed below are property ownership types that are entitled to non-discretionary
exemptions:

Government Owned Properties such as those owned by cities, schools, park districts, and state
or federal government. Buildings like City Hall, the High School, or the Post Office are never
added to the tax rolls. These types of property do not even have an application process; but
are simply granted an exemption due to ownership.

Religious Organization’s Properties that are used exclusively for religious purposes like
churches, parsonages, parking lots, or cemeteries are exempt from taxation. If a religious
organization were to hold a vacant lot among their assets not used in conjunction with the
church, that lot is taxable. Along the same lines if a church owned the apartment building next
door for future expansion, the apartment building is taxable. Religious organizations file an
annual application for the exemption.

Charitable Property that is owned by for non-profit entities is eligible for exemptions.
Sheyenne Crossing’s new nursing home facility will qualify for this exemption as does the home
for unwed mothers. Lodges such as the VFW are exempt on portions of their building used
exclusively by the organization and not open to the public. This type of organization also
applies annually for the exemption.

Group Homes used to care for dependent individuals also are granted non-discretionary
exemptions through an annual application process. West Fargo currently has two homes for
the developmentally disabled that are operated by Fraiser Inc and two homes operated by Red
River Human Services.

Farmers are given an exemption on their buildings used for agricultural purposes and on their
homes. Because of the recent annexations, West Fargo does have one retired farmer that
qualifies for the farm exemption. They submit an annual application form for this exemption.
As long as they continue to live on their original homestead and do not plat the lands, they will
continue to be exempt.

Solar, wind or geothermal energy systems are not taxable. The value of the energy systems
are not added on to the property. There are so few in our area that it is difficult to ascertain
what added value they bring to the sale. Since the value is not added to the tax rolls it avoids
having the individuals filing annually.
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Effect of the Exemptions

If an entity is giving one property owner a break in taxes, it is reasonable to assume that this will
have an effect on other properties.

Exemptions reduce the tax base for all political subdivisions in which the property is located.
And, of course, a reduced tax base means reduced tax revenues collected by political
subdivisions. When the city grants an exemption, the loss of revenue is felt mainly by the
school district which gets the largest share of the tax dollar.

An exemption affects the county, water districts, state, and park districts as well as the city.
So it is the city’s responsibility to act wisely and prudently when granting exemptions. Cities
must look for future revenue and other benefits received from those who are granted the
exemptions to see if they outweigh the tax dollars lost.

Property exempt by local discretion or charitable status may be included in optional levy
calculations, thereby allowing collection of revenue by raising the tax rate on taxable property.
(NDCC § 57-15-01.1) This results in a higher mill rate and higher taxes on taxable property
while no taxes are levied on exempt property.
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2013 Exempt Properties

Exempt Property falls into two classes for property tax assessments: discretionary or fully exempt. Discretionary
exemptions are granted for reasons such as relief for the disabled or elderly, economic expansion, or renovation of
properties. Fully exempt properties include those such as churches, schools and hospitals. For 2013 the total true
and full value of the exemptions have increased. Following is a breakdown of discretionary exemptions for the

2013 assessment:

Type True & Full Value Tax Dollars
New Single Family Homes $ 53,490,100 S 940,003
New Industry S 9,241,000 S 180,440
PILOT S 33,992,900 S 663,745
LIHTC S 9,622,000 $ 187,879
Remodeling - Residential S 144,700 S 2,543
Remodeling - Commercial S 1,074,000 S 20,971
Renaissance Zone - Residential S 257,800 S 4,530
Renaissance Zone - Commercial S 7,445,000 S 145,371
Tax Increment Financing (TIF) S 53,478,400 S 1,044,219
Wheelchair / Blind Exemption S 2,246,800 S 39,484
Group Homes / Lodges / Charitable S 1,983,700 S 38,734
Daycare S 234,000 S 4,112
Farm S 291,300 S 5,119
Total S 173,501,700 S 3,189,702

Yearly totals over the last three years reflect the changes in the exemptions that the City of West Fargo is granting:

New Single Family Homes
New Industry
PILOT
LIHTC
Remodeling - Residential
Remodeling - Commercial
Renaissance Zone - Residential
Renaissance Zone - Commercial
Tax Increment Financing (TIF)
Wheelchair / Blind Exemption
Group Homes / Lodges / Charitable
Daycare
Farm

Type 2013 2012 2011
$ 53,490,100 S 38,565,000 S 30,844,200
$ 9,240,000 S 9,241,000 S 9,455,800
$ 33,992,900 S 28,053,500 S 28,533,800
$ 9,622,000 S 8,997,000 S 9,803,000
$ 144,700 S 284,800 S 509,000
$ 1,074,000 S 1,020,000 S 850,600
$ 257,800 S 385,700 S 129,900
$ 7,445,000 S 6,641,700 S 3,108,700
$ 53,478,400 S 48,464,100 S 48,122,400
$ 2,246,800 S 2,445,200 S 2,362,200
$ 1,983,700 S 1,963,100 $ 1,859,300
$ 234,000 S 234,000 S 234,000
$ 291,300 S 631,700 S 631,700
S 173,500,700 S 146,926,800 S 136,444,600

Total
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Exemption Summary 2013
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West Fargo Property Owners --- Top 20 List

Commercial
LAKE CREST PARTNERS, LLP S 24,275,400
INTEGRITY WINDOWS, INC S 21,038,500
CATEPILLAR REMANUFACTURING DRIVETRAIN $ 18,052,900
COSTCO S 17,784,700
EVENTIDE SENIOR LIVING COMMUNITIES, LLC S 17,692,700
CARGILL INC ' S 15,112,500
NORDICK GROUP S 14,754,500
TRINITY CONTAINERS S 12,379,900
MENARD INC S 11,115,300
R&B BEAVER CREEK, LLP S 9,056,200
APARTMENTS AT EAGLE LAKE, LLC S 8,293,800
DAKOTA UPREIT LIMITED PARTNERSHIP S 8,020,500
TRAIL KING INDUSTRIES S 7,801,000
WEISGRAM PROPERTIES, LLP S 7,633,800
EAGLE RIDGE PARTNERS, LLC S 6,937,400
EAGLE RUN APARTMENTS S 6,842,000
WEST LAKE APARTMENT HOMES, LL S 6,630,600
SHADOW RIDGE ESTATES, LLP S 6,449,700
BUSCH AGRICULTURAL RESOURCES | S 6,113,900
JOSEPH F & CHARLES F CRARY, LLP S 5,863,000



Assessment Administration in North Dakota

Information from the ND State Tax Dept

Who is responsible for assessing property in North Dakota? Assessment officials are at the
township, city, and county levels. Currently in the State of North Dakota there are 53 counties,
357 cities and 1833 townships served by 1,046 assessment officials.

Who are Assessment Officials?

= County Directors of Equalization are appointed by the Board of County Commissioners. Each
county makes their own appointment. Currently Eddy/Foster and Cavalier/Towner counties
are the only counties that share a director.

= City Assessors are appointed by their local governing board. There are two classifications of
city assessors. Class | are for cities with populations exceeding 5,000 and Class Il are for cities
with populations less than 5,000. Williston is the only one of the larger cities in North Dakota
that does not have a city assessor. This function is performed by the County Director of
Equalization.

= Township assessors are either appointed by township supervisors or elected at the township’s
annual meeting.

What are their responsibilities?

* Indentify all taxable property within their jurisdiction.
»  Determine true and full value of all taxable properties.
» Equalize valuations of similar properties.

What are the requirements for becoming an assessment official?

= County Tax Directors must become certified by the State Supervisor of Assessments within
three years of becoming appointed. Certification is obtained by completing 190 hours of
approved and tested education specific to assessment and real estate appraisal.

= Class | City Assessors must be also become certified by the State Supervisor of Assessments
within three years of becoming appointed. They must obtain 150 hours of approved and
tested education specific to assessment and real estate appraisal.

= Class Il City and Township Assessors must be certified by the State Supervisor of Assessments
within 12 months of becoming appointed or elected to the position. The assessor must attend
at least 24 hours of assessment and appraisal education or challenged instruction. Successful
completion of a statewide standard exam is also required.

= County Directors and Class | City Assessors to maintain their certifications must obtain 40 hours
of approved continuing education every 4 years.

= Township and Class Il City Assessors must attend an annual assessor seminar conducted by a
certified County Director of Tax Equalization to maintain their certifications. The seminar must
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be of a minimum of four hours.

Are there other Assessment Officials beside assessors and directors?

* There are other assessment officials who work along side tax directors and assessors but are
not required to become certified although education and training are very beneficial.
e Appraisers
¢ GIS Technicians
e CAMA Technicians
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City Board of Equalization Statute

CHAPTER 57-11
CITY BOARD OF EQUALIZATION

Section
57-11-01. Membership of Board - Quorum — Meeting
57-11-02. Duties of Auditor

57-11-03. Duties of Board - Limitation on Increase - Notice
57-11-04. Application for correction of assessment
57-11-05. Adding property to assessment list

57-11-06. No reduction after session of Board - Exception

57-11-07. Effect of failure of Board to meet

57-11-01. Membership of board - Quorum - Meeting.

1. The board of equalization of a city consists of the members of the governing body, and shall meet at
the usual place of meeting of the governing body of the city, on the second Tuesday in April in each
year. The executive officer of the governing body shall act as chairman, but in the executive officer's
absence the governing body may elect one of its members to preside. A majority of the board
constitutes a quorum to transact business, and it may adjourn from day to day until its work is
completed. In case a quorum is not present at any time, the clerk may adjourn from day to day and
publicly announce the time to which the meeting is adjourned.

2. Notwithstanding the provisions of subsection 1, if the same person performs the duties of assessor
for two or more cities or townships, the city auditor may, after consultation with the assessor
involved, designate the hour and day in the month of April at which the meeting provided for in
subsection 1 must be held for each city board of equalization; provided, that notice of the hour and
day must be published in the official newspaper of the political subdivisions involved and posted at
the usual place of meeting by the city auditor at least ten days before the meeting.

57-11-02. Duties of auditor.

The city auditor, as clerk, shall keep an accurate record of all changes made in valuation, and of all other
proceedings, and, within ten days after the completion of the equalization of the assessment, shall deliver
the assessments as equalized to the county auditor of the county in which the city is situated, with the city
auditor's certificate that the assessments are correct as equalized by the city board of equalization. The
assessment as equalized must be accepted by the board of county commissioners in lieu of all other
assessment rolls for the property in said city.

57-11-03. Duties of board - Limitation on increase - Notice.

At its meeting, the board of equalization shall proceed to equalize and correct the assessment roll. It may
change the valuation and assessment of any real property upon the roll by increasing or diminishing the
assessed valuation thereof as is reasonable and just to render taxation uniform, except that the valuation of
any property returned by the assessor may not be increased more than twenty-five percent without first
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giving the owner or the owner's agent notice of the intention of the board to increase it. The notice must
state the time when the board will be in session to act upon the matter and must be given by personal notice
served upon the owner or the owner's agent or by leaving a copy at the owner's last-known place of
residence.

57-11-04. Application for correction of assessment.

During the session of the board, any person, or the attorney or agent of any person feeling aggrieved by
anything in the assessment roll, may apply to the board for the correction of alleged errors in the listing or
valuation of real property, and the board may correct the errors as it may deem just.

57-11-05. Adding property to assessment list.

The board of equalization shall place upon and add to the assessment roll any real property subject to
taxation which has been omitted by the owner or the assessor and shall enter the property at a valuation
which will bear an equal and just proportion of the taxation.

57-11-06. No reduction after session of board - Exception.

After the adjournment of the board each year, neither the governing body of the city nor the city board of
equalization may change or alter any assessment. Neither may the governing body or the board of
equalization reduce or abate, or authorize the reduction, abatement, or return, of any taxes levied upon
such assessments for any cause except that the property assessed was not subject to taxation at the time the
assessment was made.

57-11-07. Effact of failure of board to meet.

The failure of the board of equalization to hold its meeting does not vitiate nor invalidate any assessment or
tax except as to the excess of valuation or tax thereon shown to have been made or levied unjustly.
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Duties of Board of Equalization

As appeared in City Scan

This overview of the Board of Equalization duties appeared in an issue of City Scan and
does simplify the statute for easier understanding.

Board of Equalization

What are the duties of the city board of equalization?

The city board of equalization is responsible for equalizing the assessment roll within
the city. It may change the valuation and assessment of any real property upon the roll
by increasing or diminishing the assessed valuation as is reasonable and just in order to
make taxation uniform. The valuation of any property returned by the assessor may not
be increased by more than twenty-five percent without first giving the owner notice of
the intention of the board to increase it. The notice must state the time when the board
will be in session to act upon the matter and must be given by personal notice served
upon the owner or the owner’s agent or by leaving a copy at the owner’s last known
place of residence. (NDCC 57-11-03)

During the session of the city board of equalization, any person feeling aggrieved by
anything in the assessment roll may apply to the board for the correction of the alleged
errors, and the board may correct the errors as it may deem just. (NDCC 57-11-04)

The board of equalization shall add to the assessment roll any real property subject to
taxation that has been omitted by the assessor and shall enter the property at a
valuation that will bear a just proportion of the taxation. (NDCC 57-11-05)

Who is on the city board of equalization?

The city board of equalization consists of the members of the city governing body. The
executive officer of the city governing body shall act as chairman, but in the executive
officer’s absence the governing body may elect one of its members to preside. A
majority of the board constitutes a quorum to transact business. (NDCC 57-11-01)

When does the city board of equalization meet?

The city board of equalization shall meet at the usual place of the city governing body
on the second Tuesday in April in each year. The board may adjourn from day to day
until its work is completed. In case a quorum is not present at any time, the city auditor
may adjourn from that day and publicly announce the time to which the meeting is
adjourned. If the same person performs the duties of assessor for two or more cities or
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townships, the city auditor may, after consultation with the assessor involved, designate
the hour and day in the month of April at which the board of equalization meeting will
be held, provided that notice of the hour and day must be published in the official
newspaper of the political subdivisions involved and posted at the usual place of the
meeting by the city auditor at least ten days before the meeting. (NDCC 57-11-01)

What are the duties of the city auditor with regard to the board of equalization?

The city auditor, as clerk, shall keep an accurate record of all changes made in valuation
and of all other proceedings. Within ten days after the completion of the equalization of
the assessment, the city auditor shall deliver the assessments as equalized to the county
auditor of the county in which the city is situated, with the city auditor’s certificate that
the assessments are correct as equalized by the city board of equalization. (NDCC 57-11-
02)
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Attachment “"A”
2013 True and Full Value
Listing by Addition
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